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On July 5 the Supreme Commander of the Allied 
Powers in Japan raised the dollar-yen conversion rate 
from 50 to 270 yen per U.S. dollar and the sterling-yen 
rate from 200 to 1,080 yen. When the Allied Forces first 
arrived in Japan in 1945, the yen was given a value of 
15 to the U.S. dollar, but this rate had to be revised 
in March 1947 to 50 to the dollar to bring it in line 
with current Japanese prices. 

The conversion rate has been used mainly for military 
occupation purposes. It applies now also to private re- 
mittances and to uses by foreign companies with offices 
in Japan for meeting local costs of operation. 

For imports and exports no exchange rates are for- 
mally quoted, but implicit rates ranging from 40 to 850 
yen according to the commodities imported or ex- 
ported can be calculated on the basis of the ratio of 
the world market price to the Japanese domestic price 
of the commodity concerned. Dollar proceeds from ex- 
ports are placed in a foreign trade Revolving Fund which 
is used only for essential imports. Japanese exporters 
are paid in yen. Japan’s overseas trade is transacted 
for the most part in U.S. dollars, although arrangements 
have been recently concluded with the British authori- 
ties whereby transactions could also be arranged on a 
sterling basis. 

The multiple rates will continue to be used in spite 
of the raising of the military rate to 270 yen, although 
the new rate is expected to be a prelude to the estab- 
lishment of a single rate at a later date. The fixing of an 
exchange rate for the yen for import-export purposes has 
been advocated for some time. On October 15 last year, 
General MacArthur declared his “firm intention to in- 
stitute an exchange rate at the earliest practical date in 
conjunction, however, with the necessary auxiliary con- 
trols.” At that time, the British Commonwealth member 


EUROPE 


ERP Currency Pool Plan 

A currency pool plan has been worked out by a sub- 
committee of experts of the OEEC, though it is still in 
a preliminary stage. Encouragement of intra-European 
transactions would be provided in two ways: (1) Coun- 
tries having a favorable trade balance with all the other 
ERP countries would receive assistance from the United 
States in the form of two types of grants, unconditional 
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of the Allied Council for Japan emphasized the neces- 
sity for the Japanese Government to assume some respon- 
sibility for fixing the rate. 

According to the Toyo Keizai Shimpo, the black mar- 
ket rate of the U.S. dollar is now 350 yen. Although the 
new conversion rate is not quite up to this level, great 
savings in U.S. dollars will accrue from the new rate to 
those who have to spend money in Japan, including the 
occupation forces, American news agencies, and branch 
offices of foreign aviation, shipping, banking, and insur- 
ance companies. Further steps toward the fixing of an 
exchange rate for international financing and other 
purposes are now under investigation by the Young 
Mission from the U.S. 

According to The Financial Times, it is questionable 
whether the multiple rate system would be in the best 
interests of Japan. Multiple rate practices are severely 
frowned upon by the International Monetary Fund, and 
the American-controlled administration in Japan would 
certainly be setting a bad example by resorting to such 
tactics in that country. 

The Journal of Commerce also doubts if the new value 
established for the Japanese yen will prove a direct step 
toward reestablishing a firm exchange rate or promoting 
increased trade. Inflation and lagging production are the 
first barriers to increasing Japanese trade. Besides, the 
Japanese need for many imports is now limited by 
dollar availability in Japan and in some cases by a 
scarcity of import products. A feasible international ex- 
change rate for Japanese currency is, according to The 
Journal of Commerce, still a matter for the future. 
Sources: The Financial Times, London, England, July 
6, 1948; The Journal of Commerce, New York, 
N.Y., July 15, 1948; Toyo Keizai Shimpo, 
Tokyo, Japan, July 17, 1948. 


grants and grants linked with the currency pool. They 
would receive the latter grants on condition that they 
make available to debtor countries an equal amount in 
their own currencies. This local currency pool would 
be managed by the BIS at Basle. Top ECA officials esti- 
mate that the program would require about $200 million 
in the first twelve months, and more as European trade 
expands. (2) It has been agreed that in certain cases, 
if the resources of the local currency pool are not yet 
available, the creditor countries must provide credits to 
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other ERP countries from their own resources. 

At the same time the Marshall Plan countries would 
also set up a clearing house arrangement through the 
BIS. When this clearing house was in full operation, a 
country such as France would be able to obtain any 
Western European currency it needed, so long as it had 
a credit in any other Western European currency. 
Sources: The Wall Street Journal, New York, N_Y., 

July 28, 29, and 31, 1948. 


Forward Transactions in Paris 


“Short selling” and “margin buying” transactions on 
securities, which were suspended in June 1940, are ex- 
pected to be resumed on the Paris securities stock mar- 
ket at the beginning of September. The decision to per- 
mit forward transactions again is intended to increase 
market activity which had fallen off sharply, but it raises 
a number of problems. The volume of forward trans- 
ations will be limited by the tightness of the money 
market. It is estimated that for the smooth functioning of 
buying on margin (“operations en report”) about 20 
billion francs are required by speculators from banks or 
stock brokers. Moreover, the limited volume of securi- 
ties (of which only about 30 would be quoted forward 
at the beginning) would increase the danger of wide 
fluctuations. Finally, a reduction in the transfer tax on 
securities, now 6 per cent, seems necessary to encourage 
transactions. 


Source: Le Monde, Paris, France, July 25, 1948. 


Increased Norwegian Exports 


The foreign trade figures for Norway for the first 
half of 1948 show a large increase in the value of ex- 
ports, from NKr 868 million in the corresponding period 
of last year to NKr 1,016 million. Imports at NKr 1,657 
million, were NKr 246 million less than the figure for 
the same period last year. The deficits in the balance 
of trade for the two half-years were NKr 641 million 
($128 million) and NKr1,035 million (207 million), 
respectively. Imports of ships have been reduced by 
NKr 146 million ($29 million) compared with the same 
period last year. Imports of textiles and clothing have 
also fallen from NKr 365 million to NKr170 million. 
A poor crop has made it necessary to increase imports 
of grain by about NKr 100 million. 

As a result of smaller imports of used ships from the 
United States, the trade deficit with North and Latin 
America has fallen to about NKr 200 million ($40 mil- 
lion), or about 40 per cent less than in the same period 
last year. 

Source: Norges Handels og Sjofartstidende, Oslo, Nor- 
way, July 29, 1948. 


New Freight Index 


Norwegian Shipping News has begun to publish a 
new freight index of trip charter rates with July-Decem- 
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ber 1947 as the base period. Developments in the freight 
market since last summer are shown as follows: 


1947 1948 
July 102.5 January 105.5 
August 96.1 February 100.2 
September 99.3 March 98.7 
October 99.9 April 91.5 
November 98.9 May 88.5 
December 102.5 


The decrease in rates last summer was much larger 
than is suggested by the index, because the main drop 
occurred before July. One reason for the decline is the 
decreasing shipments of coal from the United States, 
but nearly all markets are similarly affected. 

The index does not show the trend in each freight 
market, nor would a stable index necessarily mean stable 
profits. During the last year costs have risen so that net 
receipts have fallen more than freight rates. 

Source: Verdens Gang, Oslo, Norway, July 13, 1948. 


German Banks Resume Interest Payments 


Since May 1945 German banks and savings institu- 
tions have paid no interest on customers’ balances. It is 
now reported that in connection with the currency reform 
in Western Germany interest payments have been re- 
sumed. The new provisional rates which went into effect 
on June 28, 1948 are: sight deposits, 1 to 154 per cent, 
depending on whether the accounts are or are not sub- 
ject to commission charges; savings deposits subject to 
the statutory period of notice of withdrawal, 2 per cent; 
deposits for an agreed period of notice of 6 to 11 months, 
21% per cent, and for periods of 12 months or more, 
3 per cent. 

German economic and banking experts regard these 
rates as too low. They argue that, if so little incentive 
is given to saving, small savers are more likely to keep 
their money in ready cash, particularly since the public 
has become skeptical and apprehensive in view of the 
blocking of bank accounts, restrictions on withdrawals, 
and similar measures. 

It is therefore recommended that interest rates should 
be increased to attract idle funds into the banks and 
savings institutions, which are confronted with the diffi- 
cult task of supplying the credit needs of the German 
economy. 

Source: Neue Zuercher Zeitung, Zurich, Switzerland, 
July 7, 1948. 


Austria to Receive Polish Coal 


A trade agreement recently concluded between Aus- 
tria and Poland for the period ending June 30, 1949 
provides for the delivery of 1.2 million tons of coal to 
Austria at a price of approximately $15 per ton. The 
value of these shipments, which may be supplemented 
by some food deliveries, is expected to amount to $18 
million. Poland has also granted an option for further 
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coal purchases of 0.6 million tons; this should make it 
certain that Austria’s coal requirements during the com- 
ing winter will be fully met. Austria has agreed to export 
to Poland industrial products for about half the value 
of Polish deliveries, payment for the other half being 
made in free convertible currencies. 


Source: Der Oesterreichische Volkswirt, Vienna, Aus- 
tria, July 1948. 


Czechoslovakia’s Trade Agreements 


Three trade agreements recently concluded between 
Czechoslovakia and Poland, France, and the Soviet Zone 
of Germany provide for the exchange of goods totaling 
5,375 million korunas ($107.5 million) on each side. 
This represents about 14 per cent of Czechoslovak plan- 
ned value of trade for 1948. 


The agreement with Poland signed on July 8, 1948, 
covering the year ending June 30, 1949, provides for 
exchanges to the amount of 2,375 million korunas ($47.5 
million) on each side. Poland will deliver, inter alia, 
pork, poultry, eggs, coal, zinc, and calcium chloride. 
Czechoslovakia will export leather, rubber metallurgical, 
chemical, and ceramic goods, and machines for Polish 
mines. 

The trade and payment agreement with France pro- 
vides for the exchange of goods aggregating in value 5 
billion korunas ($100 million) in one year. France will 
export wool, ores and metals, especially aluminum, co- 
lonial products (including lumber), machines, and chem- 
icals in exchange for metallurgical products, glass, tex- 
tiles (cotton fabrics for the French colonies), hops, malt, 
sugar, coke, lumber, and paper products. An agreement 
providing compensation for nationalization of French 
assets in Czechoslovakia has also been reached. Czecho- 
slovakia is to pay compensation within 10 years through 
a certain percentage of her exports to France. 

The trade agreement with the Soviet Zone of Germany, 
signed on July 21, 1948 for one year, provides for the 
exchange of goods of 500 million korunas ($10 million) 
on each side, but the intention is to expand trade beyond 
this limit. Germany’s exports will consist mainly of cast 
iron, potash and salt, industrial equipment, machine 
parts, and chemicals. Czechoslovakia will deliver steel, 
industrial equipment, antimony, tires and other rubber 
products, trucks, agricultural products, etc. 

Source: Hospodar, Prague, Czechoslovakia, July 22, 
1948. 


Nationalization in Poland 


The state and cooperative sectors of the Polish econ- 
omy employ 24 per cent of the gainfully occupied popu- 
lation. State and cooperative industry account for 75 
per cent of total industrial employment and the value of 
its production in 1947 was 85 per cent of total indus- 





trial production. In 1947 state and cooperative enter- 
prises carried out 60 per cent (probably measured in 
value terms) of all building projects. 


In agriculture, 10 per cent of the cultivated area is 
state-owned and 90 per cent belongs to private farmers. 


In 1947, 59.1 per cent of sales in wholesale trade were 
carried out by state enterprises, 36.6 per cent by co- 
operative enterprises, and 4.3 per cent by private trades- 
men. In retail trade the share of the state and coopera- 
tives was about 25 to 30 per cent. 


Source: Polish Research and Information Service, Biule- 


tyn, New York, N.Y., July 19, 1948. 


MIDDLE EAST 


Turkey’s Tobacco Exports 


Exports of tobacco from Turkey, which account for 
33 per cent of total exports have almost stopped. More 
than 70 per cent of the recent crop remains unsold and 
stocks, including the carry-over from 1947, amount to 
120,000 tons. Since February 1948 the price of Turkish 
tobacco has registered a substantial fall, the decline in 
foreign demand having lowered the price. The Turkish 
Government has sought to remedy the situation by al- 
lowing exporters to sell against sterling, under private 
compensation, or even on credit. This policy has been 
severely criticized because, while it opened markets to 
producers, sales against sterling or on credit did not 
contribute to the economic recovery of the country since 
Turkey’s main suppliers at present are in the dollar 
zone. The Government also envisaged the limitation of 
the acreage devoted to tobacco and a search for alter- 
native markets. Before the war there were two important 
markets for Turkish tobacco, the United States, which 
has now ceased to take substantial quantities, and Ger- 
many. At present Turkey’s trade with the Soviet Zone 
of Germany is insignificant and its sale of tobacco in the 
Western Zones has declined because these get their 
entire imports of tobacco from the U.S. 


A few weeks ago a Turkish mission went to Frankfurt 
to negotiate with the American authorities for the re- 
opening of the German market for Turkish products, 
especially tobacco and dried fruit. It was pointed out that 
the aim of European cooperation would be better realized 
through a fuller exchange of goods between the Marshall 
Plan countries. Turkish tobacco interests have cabled 
President Truman and Mr. Marshall asking for their 
intervention with the American occupation authorities. 
A major result of the present impasse is that Turkey is 
envisaging a resumption of commercial relations with 
the U.S.S.R., Poland, and Hungary, who have expressed 
a desire to resume trade with Turkey. A trade agree- 
ment has just been signed with Finland. 

Source: Le Monde, Paris, France, July 11 and 12, 1948. 
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Turkish Gold Sales 


The Banque Nationale de la Republique de Turquie 
has sold 3,743 kilograms of gold to the United States ir 
payment of certain imports. The stock of gold now held 
by the bank is 145,523 kilograms. 

Source: The Financial Times, London, England, July 
13, 1948. 


Syria’s Cereal Production and Export 


It is officially estimated that Syria’s production of 
cereals this year will be 25 to 40 per cent higher than 
in 1947. Part of the crop is requisitioned by the Mira, 
an official organization, to be sold locally or exported. 
Recently the Mira has requested from the Bank of Syria 
and Lebanon a loan of LS 50 million to pay for its pur- 
chases. This is the first time the Bank has financed 
Mira’s purchases. The loan will be repaid as the requi- 
sitioned cereals are sold. 

Negotiations are under way for the export of the sur- 
plus, estimated at between 50,000 and 100,000 tons, in 
exchange for hard currencies. It is reported that Saudi 
Arabia has offered to buy from the Mira in U.S. dollars 
up to $12 million worth of cereals. 

Source: Le Commerce du Levant, Beirut, Lebanon, June 
19 and 26, 1948. 


Bread Crisis in Iraq Ended 


The failure of last season’s cereal crop in Iraq, which 
was 25 per cent below normal, brought about a serious 
crisis and drove cereal prices to high levels, thereby 
severely affecting the cost of living of the working 
classes. The Government banned all cereal exports and 
raised the Government’s share in the crop to about 50 
per cent. As a result of Government policies, increased 
imports, and better crop prospects, prices of wheat and 
barley were 47 to 60 per cent lower in May than in the 
peak month of April 1948. Following this trend, the cost- 
of-living index for unskilled laborers in Baghdad dropped 
from 762 in April to 732 in May 1948. 

Source: The Iraq Times, Baghdad, Iraq, various issues. 


Simplification of Import Control in Iran 


A recent decree in Iran divides authorized imports into 
Category A, goods the import of which is restricted either 
because they can be obtained locally or because they are 
not essential to the country’s economy, and Category B, 
goods the import of which is not restricted either be- 
cause they are essential to the country’s economy or be- 
cause they do not compete with locally produced goods. 
Importers of Category A goods must apply for import 
licenses and for foreign exchange before placing orders. 
This category includes tea, sugar, cement, petroleum 
products, toilet goods, natural and artificial silk, yarn, 
woolen textiles, cars, copper sheets, and glass. For Cate- 
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gory B goods importers need not apply for a license 
before the actual importation of the goods. After their 
arrival at the customs, the agent of the Ministry of the 
National Economy at the customs will grant the license 
within the limit of the approved quota, which the Min- 
ister of National Economy is empowered to increase. 
The import quotas are divided among the various cus- 
toms houses according to the needs of adjacent terri- 
tories. 

Source: Bank Melli Iran, Bulletin, Tehran, Iran, June 

1948. 


India’s Exports 
India’s exports to all countries, excluding Pakistan, 
for the first half of the current year amounted to $610 
million, compared with $490 million for undivided India 
for the corresponding period of last year. Increases in the 
volume of exports from the three main ports, Bombay, 
Calcutta, and Madras, were recorded under raw and 
manufactured jute, hemp, bones and manures, mica, 
castor oil, linseed oil, groundnut oil, miscellaneous seeds, 
gums and resins, and dyeing and tanning substances. Of 
the exports of raw jute of 164,700 tons, 30,700 tons went 
to the United States, Brazil following with 20,700 tons. 
Of the 596,200 tons of manufactured jute exports, the 
dollar areas absorbed the largest share, 291,100 tons. 
The improvement in exports, larger than anticipated 
last October, seems to indicate that the target for an in- 
crease of $225 to $300 million in exports for the whole 
of the current year will be realized, and that “there is 
really scope for a still better rate of progress.” The ques- 
tion of the export drive is to be reviewed at a meeting of 
the reconstituted Export Advisory Council, scheduled for 
early August. 
Sources: Government of India Information Services, Re- 
lease, Washington, D. C., July 21, 1948; The 
Eastern Economist, New Delhi, India, July 
23, 1948. 


Pakistan’s Foreign Trade 


For the nine months following August 15, 1947, Pakis- 
tan’s exports and imports amounted to Rs 230 million 
and Rs 125, million respectively, thus resulting in an 
accumulation of Rs 105 million in both sterling and dol- 
lar accounts. Import permits for the shipping period 
January-June 1948 were valued at Rs 95.5 million, of 
which Rs 22.0 million were for imports from hard cur- 
rency areas and Rs 73.5 million from the sterling area. 
Sources: Indian Finance, Calcutta, India, May 22, 1948; 

The Economist, London, England, July 10, 
1948. 


International Bank Loans for Southeast Asia 
According to a special article in The Eastern Econo- 

mist on Asian industrialization, the International Bank 

for Reconstruction and Development is now becoming 
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interested in Southeast Asia. The writer estimates the 
capital goods requirements of stable economies in the 
ECAFE region at about $600 million, and suggests that 
the aditional funds the Bank could obtain by issuing fur- 
ther U.S. bonds and by utilizing for loans abroad the 
funds at its disposal belonging to countries other than 
the United States and Belgium be invested in this region. 
The ECAFE should interest the U.S. National Advisory 
Council in this matter and should get the U.S. Depart- 
ment of Commerce to issue licenses for capital exports 
to Asian countries on the principles adopted for Western 
Europe under the Foreign Assistance Act. The next 
ECAFE session in Australia, it is also suggested, could 
then work out a program for loans from the Bank, appli- 
cations for which could be filed before the end of the 
year. 

Source: The Eastern Economist, New Delhi, India, June 
25, 1948. 


Utilization of U.S. Aid Fund in China 


From the U.S.-China Aid of US$400 million, it has 
been agreed that US$275 million will be used as economic 
assistance, the remainder representing military aid. The 
latter may be used by the Chinese Government as it sees 
fit, while the former can be spent only with the approval 
of the Economic Cooperation Administration’s China 
office. Of the total amount, US$60 million earmarked 
for specific reconstruction projects may have to be repaid 
to the U.S. Government, while the remainder is intended 
as a gift. 

In allocating the US$275 million, less US$60 million 
for reconstruction, it was tentatively decided that US$70 
million will be used for the purchase of food, an equal 
amount for cotton, US$50 million for petroleum prod- 
ucts, US$13 million for fertilizer, US$10 million for 
replacement parts for existing capital machinery, US$1.2 
million for administrative expenses. 

China had received US$27,483,000 for the first quarter 
(April-June) allocation, and will receive US$63,200,000 
for the second quarter (July-September). According to 
the ECA announcement, procurement authorization for 
China since the inception of the ECA to August 1, 1948 
amounted to US$27,984,778, of which US$2,158,738 
is for the purchase of wheat flour, US$11,620,040 for 
rice, US$13,000,000 for cotton, US$85,000 for fertilizer, 
and US$1,121,000 for ocean and inland freight expenses. 
Sources: The Journal of Commerce, New York, N.Y., 

July 26, 1948; Chinese News Service, Press 
Release, New York, N.Y., July 28, 1948; ECA, 
Press Release, No.- 109, Washington, D. C., 
August 1, 1948. 


New Philippine Budget 


The 1948-49 budget of the Republic of the Philippines, 
with an expected reventie of P260 million ($130 million) 
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and expenditure of P231 million ($115.5 million), took 
effect on July 1, 1948. However, additional appropria- 
tion measures passed by a special session of the Con- 
gress will probably result in a small deficit, the exact size 
of which has not been officially announced. 

The main appropriations are as follows: P56 million 
for public works, P30 million for wartime back pay of 
government employees, P6 million for public schools, 
P6.5 million for a national census, and P5 million for 
the redemption of National Bank notes in circulation 
during the war. 

Sources: Department of Foreign Affairs, News from the 
Philippines, Manila, Philippines, June 20, July 
5 and 12, 1948. 


Japanese Trade in Sterling 


Up to now Japanese cotton textiles have been offered 
to the sterling area against payment of 50 per cent in 
dollars and 50 per cent in sterling. It has now been 
agreed that full payment may be made in sterling. Dis- 
cussions are also taking place on the possibility of a 
sterling loan to Japan, for which the United Kingdom 
would be responsible, and on a general Japanese-sterling 
area trade plan. These arrangements will enable the 
sterling area to increase its purchases from Japan, notably 
of textiles, dried fruits, machinery, bicycles, and pottery, 
while Japan is anxious to obtain, among other things, 
iron ore, rubber, wool, tin, and industrial chemicals. 


Source: The Economist, London, England, July 31, 1948. 
UNITED STATES AND CANADA 


President's Midyear Economic Report 

On July 30, 1948 the President of the United States 
transmitted to Congress the Midyear Economic Report 
for 1948, together with the Report to the President of 
the Council of Economic Advisers on the Economic Sit- 
uation at Midyear 1948. The President recommended 
eight measures: that an excess profits tax be reestab- 
lished; that consumer credit controls be restored; that 
the Federal Reserve Board be given greater authority to 
regulate bank credit; that authority be granted to regu- 
late speculation on commodity exchanges; that authority 
be granted for allocation and inventory control of scarce 
commodities; that rent controls be strengthened; that 
stand-by authority be granted to ration some products in 
short supply; and that price controls be authorized for 
scarce commodities. 

The Report by the Council of Economic Advisers 
pointed out that inflation is still a prime problem of the 
U.S. economy, although certain counter-inflationary fac- 
tors are at work, including the large agricultural produc- 
tion expected in 1948, increase in industrial expansion 
as three years of postwar investment take effect, and 
caution shown by industrialists, bankers, and unions. 

Nevertheless, demand by consumers has been rein- 
forced by tax reduction and wage increases and invest- 
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ment demand by high profits at the same time as 

Government expenditures are rising. Moreover, infla- 

tionary effects have been multiplied through the price- 

wage spiral, and credit expansion still persists. 

Source: U.S. Government Printing Office, The Midyear 
Economic Report of the President to the Con- 
gress, July 30, 1948. Together with a Report 
of the Economic Situation at Midyear 1948 by 
the Council of Economic Advisers, Washing- 
ton, D. C., 1948. 


U.S. Inventories in Mid-1948 


Manufacturers’ inventories in the United States at the 
end of June 1948 were valued at a record level of $29.8 
billion. This represents a $350 million rise over end of 
May levels and a 12 per cent rise in book values over 
the $26.5 billion of mid-1947. A large part of the in- 
crease over mid-1947, however, reflects price rises. 

The rise during June 1948 was distributed almost 
equally between the durable and nondurable goods indus- 
tries. Although the rate of increase in June somewhat 
exceeded that of May, the second quarter rate of inventory 
accumulation was below that of the first quarter of the 
year. Two thirds of the total increase from June 1947 to 
June 1948 reflects rises in nondurable goods stocks 
which, on June 30, 1948, were about $15.9 billion, com- 
pared with $13.7 billion for the previous midyear 
Stocks of durable goods were valued at $13.9 billion in 
mid-1948, a rise of $1.1 billion over June 1947. 

Source: U.S. Department of Commerce, Press Release, 
Washington, D.C., August 2, 1948. 


Canadian Trade and Price Policies 


Effective August 1, the Canadian Government has 
removed the special excise taxes on durable consumers’ 
goods imposed in November 1947 as one of the measures 
to conserve U.S. dollars. On electric refrigerators, 
vacuum cleaners, electrical appliances, etc., the 25 per 
cent excise tax has been removed. On radios, phono- 
graphs, cameras, and projectors, the 25 per cent tax 
has been reduced to 10 per cent. The tax on automo- 
biles had been 25 per cent on the first $1,200, 50 per 
cent on any additional value up to $2,000, and 75 per 
cent on the value above $2,000. This tax also has been 
reduced to a flat 10 per cent. These changes reestab- 
lish the tax situation as it existed prior to November 
18, 1947. The additional taxes had been imposed on 
goods whether they were imported or produced in 
Canada, and particular emphasis was placed on their 
effect in keeping down consumption of domestically- 
produced commodities with a high U.S. dollar content. 
The recent announcement does not, however, affect the 
restriction of imports through prohibition, quotas, etc., 
which were also initiated in November 1947. 

The Government has also announced the removal of 
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the subsidy on oils and fats and the removal of price 
ceilings on these commodities and their products. Some 
increases in the consumer prices of shortening and soaps 
are expected, but this may be offset to some extent by 
recent declines in oil and fat prices. The Government 
has also announcd the reestablishment of a subsidy on 
wheat for domestic consumption. Drawbacks of 45 cents 
a bushel will be paid to millers on wheat for domestic 
flour. This compensates for an increase in the domestic 
price of wheat from $1.55 to $2.00 per bushel. This 
increase is paralleled by a similar rise in the export 
price to the United Kingdom for the new contract year 
beginning on August 1. 

A further change in commercial policy is contained 
in the announcement that export permits will no longer 
be required for shipments of sheep and lambs to the 
United States. As U.S. prices are slightly higher than 
those in Canada, this is expected to protect the Canadian 
producer against the possibility of price decline resulting 
from a growing surplus of mutton. The effect on Cana- 
dian retail prices is, however, not expected to be great. 
Source: The Globe and Mail, Toronto, Canada, August 

2, 1948. 


Canadian Construction Awards 


The Canadian Construction Association has reported 
the value of construction contracts awarded during the 
first half of 1948 at an all-time high of $483 million, 
27 per cent above the corresponding period of 1947. 
Sixty-two per cent of this increase was due to higher 
costs. Residential contracts totaled $176 million, 120 
per cent over 1947, and engineering contracts $130 mil- 
lion, 72 per cent above the previous year. Business 
and commercial awards increased 12 per cent to $139 
million, but industrial contracts dropped 12 per cent 
to $37 million. 

The increase in residential contracts was attributed 
partly to government-sponsored plans and partly to spec- 
ulative construction by private builders. Hydroelectric 
projects were primarily responsible for the rise in the 
engineering field. The increase in the value of business 
and commercial building is not considered significant 
in view of the increase in costs. 

Because of the current high level of construction with 
no sign of buyer resistance, the industry believes, ac- 
cording to The Globe and Mail, that the public is now 
resigned to the fact that there is little likelihood of 
building costs falling off. Since 1935-1939, labor costs 
have increased from 69 per cent for bricklayers to 97 
per cent for laborers. Material costs have also risen, 
cement by 14 per cent; bricks, 110 per cent; and frame 
lumber, 132 per cent. 

Sources: The Globe and Mail, Toronto, Canada, July 
30, 1948; Canada, Department of External 
Affairs, Airmail Bulletin, Ottawa, Canada, 
July 30, 1948. 
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Brazil‘s Trade Deficit 


In spite of the exchange control system adopted in 
June 1947, the Brazilian trade deficit in the first quarter 
of 1948 (1,105 million cruzeiros) was larger than that 
of the same period of 1947 (935 million cruzeiros) 
when no controls were in effect. This is the result of 
a 23 per cent drop in the value of exports and a 15 
per cent increase in the value of imports. While the 
tonnage of imports declined in 1948, that of exports 
increased, an indication of rising import prices and the 
weakening of some export prices. Of the total trade 
deficit for the period, over 800 million cruzeiros or 
72 per cent was on account of trade with the United 
States. The detailed comparative figures are as follows: 


Exports Imports Balance 

First Million Thous. Million Thous. Million 
quarter: cruzeiros tons cruzeiros tons  cruzeiros 
1947.... 5,813 915 4,878 1,672 — 935 
1948.... 4,500 990 5,605 1,571 —1,105 


There was a 40 per cent drop in the value of cotton 
exports, which accounted for 15 per cent of the value 
of exports in 1947. 

The import and export license system which went 
into force in May 1948 is expected to have the effect 
of reducing imports. 

Sources: Ministry of Finance of Brazil, Comercio Ex- 
terior do Brasil, Rio de Janeiro, Brazil, March 
1948; Brazilian Government Trade Bureau, 
Brazilian Bulletin, New York, N.Y., July 15, 
1948; The Journal of Commerce, New York, 
N.Y., July 21, 1948. 


Colombian Gold Production 


Gold production in Colombia, which since 1941 has 
been following a steady downward trend, continues to 
decrease. During the first half of 1948 it amounted 
to 159,031 troy ounces valued at $5.6 million, compared 
with 218,035 troy ounces, or $7.6 million, in the cor- 
responding period of 1947. If the present rate is main- 
tained, gold production in 1948 will total only $11.2 
million, compared with $13.4 million in 1947 and $23.0 
million in the peak year 1941. 

With the enactment in December 1947 of legislation 
creating gold certificates, which producers were entitled 
to receive in exchange for a deposit of their gold in the 
Central Bank and which could be sold in the free mar- 
ket, thus permitting gold producers indirectly to obtain 
premium prices for their product, it was expected that 
gold production would be greatly stimulated. In Jan- 
uary and February 1948 the production of gold was 
valued at $1.1 million and $1.3 million, respectively, 
compared with $0.7 million in December 1947. Since 
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February, however, production has declined again, fluc- 

tuating between $0.7 million and $0.9 million a month. 

Sources: Revista del Banco de la Republica, Bogota, 
Colombia, May 1948; International Monetary 
Fund, International Financial Statistics, Wash- 
ington, D.C., July 1948. 


AUSTRALIA AND NEW ZEALAND 


Australian Industrial Investment 


Industrial expansion schemes in progress, or pro- 
posed by manufacturers established in Australia before 
the end of 1945, involved capital outlay of £A 98 millicn 
at the end of 1947. Over £A 11 million of this sum 
was on account of firms in which there are American 
interests, and £A 6.5 million on account of firms in 
which there are British interests. It is suggested that 
firms established since 1945 might ultimately invest an 
additional £A 50 million; about half of this might rep- 
resent British and American investment. 

Source: Commonwealth Bank of Australia, Australasian 
News Digest, Sydney, Australia, June 21, 1948. 


U.K.-New Zealand Trade Agreement 


An agreement has been reached between the U.K. 
Government and the New Zealand Dairy Products Mar- 
keting Commission for the sale of butter and cheese to 
the U.K. for a period of seven years. In the season 
ending July 31, 1949, New Zealand will sell to the U.K. 
not less than 97 per cent of her exportable surplus of 
these products. Consultations will take place before 
the beginning of each season as to the proportions of 
butter and cheese to be produced and as to the quan- 
tities to be reserved for sale to other countries during 
the season. It is hoped that the U.K. will receive 130,- 
000 tons of butter and 85,000 tons of cheese in the 
1948-49 season, for which prices will be as follows: 
butter, 235 shillings sterling per cwt., f.o.b.; cheese, 
133 shillings sterling per cwt., f.o.b. Agreement has 
also been reached between the two Governments for 
the sale to the U.K. of the exportable surplus of New 
Zealand lamb, mutton, veal, and beef until September 
30, 1955, and pig meats until 1952. The prices of meat 
and dairy products will be subject to annual review, 
with maximum variations in any year of 714 per cent 
above or below the price for the preceding year. 
Source: The Times, London, England, July 28, 1948. 


New Zealand Overseas Trade 


The Minister of Finance has stated that £NZ 160 mil- 
lion worth of import licenses were issued in 1947. Pri- 
vate traders made use of £NZ115 million of the licenses 
issued to them and the Government, £NZ 13.7 million. 
These imports represented an increase in volume of 
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15 per cent over the 1938 figure and 53 per cent over 

that of 1946. External trade for the year was the highest 

ever recorded both in volume and value. 

Source: Commonwealth Bank of Australia, Australasian 
News Digest, Sydney, Australia, June 21, 1948. 


AFRICA 


South African Import Restrictions Possible 


Dr. M. de Kock, Governor of the South African Re- 
serve Bank, declared at the annual meeting of stockhold- 
ers on July 28 that the heavy adverse trade balance of the 
Union, especially with the United States, might necessitate 
the reimposition of import restrictions. While the adverse 
trade balance with the sterling area until 1950 can be 
financed out of the Union sterling resources, the adverse 
balance with other countries ($560 million in 1947) 
has in general to be paid in gold. As this balance is 
now at a much higher rate than gold production ($392 
million in 1947), gold reserves are declining steadily. 
It might be necessary to relax gold reserve requirements 
while the country expanded its capacity to produce goods 
for exports. An increase in the price of gold or in gold 
production in the near future was considered as very 
unlikely. An upward adjustment in the price of gold 
might only be considered seriously in international 
circles if and when deflationary pressure again asserts 
itself. Mr. Louw, the Minister of Economic Develop- 
ment, had earlier denied any intention to institute im- 
port control, and had warned merchants who might be 
indulging in scare importing of the risks of a price 
decline. Critics of import controls declare that the 
absence of up-to-date trade statistics makes it impossible 
to determine which categories of goods are primarily 
responsible for the shortage of dollars. 

Sources: Cape Times, Cape Town, South Africa, July 1, 
1948; The Wall Stret Journal, New York, 
N.Y., July 29, 1948; The Financial Times, 
London, England, July 29, 1948; The Econo- 
mist, London, England, July 31, 1948. 


Tanganyika Gold Royalty 


A Bill is to be tabled at the next meeting of the Tan- 
ganyika Legislative Council which proposes to reduce 
the royalty on gold production from 5 per cent to 14%4 
per cent with retroactive effect from January 1 this year. 
Gold production in Tanganyika has been declining for 
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some years, and amounted to $1.7 million in 1947, com- 

pared with $2.9 million in 1938. 

Sources: The Times, London, England, July 15, 1948; 
The Financial Times, London, England, July 
15, 1948. 


Gold Taxation in the Gold Coast 


Low-grade gold mines in the Gold Coast should ben- 
efit substantially under new legislation to be introduced 
in the Gold Coast Legislative Council in September. It 
is proposed to repeal the existing export duty from Oc- 
tober 1 next, and to replace it by a new duty. This 
new duty is related to the ratio which profit bears to 
total gold production, as in the Union of South Africa, 
and is in general much lower than the existing export 
duty of 17s 54d per ounce, or about 10 per cent. Gold 
production amounted to $25 million in 1938 and to $19 
million in 1947. 

Sources: The Financial Times, London, England, July 
24, 1948; The Times, London, England, July 
28, 1948; The Economist, London, England, 
July 31, 1948. 


Corrigendum 

The note “ECA Loans for Turkey” (Jnternational 
Financial News Survey, Vol. 1, No. 4, p. 28), should 
read: The Economic Cooperation Administration has 
stated that it was prepared to negotiate loans to Turkey 
up to $10 million during the April-June quarter. If 
any loans covered long-term projects, loans for a larger 
aggregate amount might be arranged. A substantial 
portion of the loan contemplated was for the purchase 
of agricultural equipment. ; 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspa » periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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